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THAILAND — KEY ECONOMIC INDICATORS 


All value in U.S. $million and 
represent period averages unless otherwise 
indicated. 


U.S. $1.00 = Baht 21.82 (1981) 
Exchange Rate: 


1981 1982 1983 
INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 35,670 35,642 39 ,237¢ 
GNP at Constant (1972) Prices 13,670 13,440 14,277¢ 
Per Capita GNP, Current Prices (U.S. $) 738 735 793¢ 
Gross Fix Capital Formation at Current Prices 8,665 7,822 8,845¢ 


Personal Income 28,026 28,903 31,499 
Indices: (1972=100) 


Agricultural Production 

Rice (Paddy) 143.4 138.6 146.6 
Maize 304.2 254.8 296.6 
Sugar Cane 318.1 251.4 159.2 


Tapioca 446.5 503.3 452.9 
Labor Force(in thousands) 24,596 25,215 25,971 


Unemployment Rate (%) Ri 1.7 1.9 


MONEY AND PRICES 


Money Supply 3,361 3,406 3,542P 
Interest Rates Commercial 


Bank Prime 17.33 17.25 15.85 
Indices: 

Wholesale Price(1976=100) 169.5 171.0 174.5 

Consumer Price (1976=100) 172.1 181.1 187.9 


BALANCE OF PAYMENTS AND TRADE 
Gold and Foreign 
Exchange Reservesl/ 2,157 2,403 1,594 
External Public Debt 5,078 6,021 6,870 
Annual Debt Service 1,329 1,523 1,710 
Balance of Payments 116 144 ~-787 
Balance of Trade -2,921 -1 ,604 -3,869 
Total Exports, FOB 7,012 6,945 6,348 
Exports to U.S. 907 881 954 
Total Imports, CIF 9,9332 8,549 10,217 
Imports from U.S. 1,2873 1,140 1,154 


Main rts from U.S.:(1983) (Mill.$): Machinery, Mechanical Appliances and Parts 
COLA} Electrical Machinery (181.6), Chemical and Chemical Products (98.1), Plastic 


(89.5), Cotton (69.7), Scientific instruments (39.0), Iron and Steel (36.0), 
Petroleum Products (27.2) and Tobacco (25.9). 
Footnotes: e - estimate, p - pre ary 
Net foreign exchange position 
2/ and 3/Excluding imports of aircraft, which have been taken account of 
in the balance of payments statistics for the actual month of imports. 


Sources: National Economic and Social Development Board, Bank of Thailand, 
Business Economic Department, National Statistical Office 





OVERVIEW 


The year 1983 marked the beginning of economic recovery in 
Thailand as real economic growth accelerated to 6.2 percent, up 
from 4.2 percent in 1982. The strongest gains were registered 
in the manufacturing sector, which grew by approximately 7 
percent as consumer demand and a sharply improved investment 
climate stimulated expanded production. Thailand's vital 
agricultural sector, feeling the continuing effect of poor 
rains during the 1982/83 crop year, grew only 2.9 percent. 


However, good rains during the 1983/84 crop year promise 
substantial increases in output in 1984, 


Investment recovered substantially from a 1982 low. The index 
of investment activity, a composite reading of basic investment 
indicators maintained by the Bank of Thailand, hit its highest 
level since 1975. Inflationary pressures continued to 


moderate, with the CPI rising by only 3.8 percent, the WPI by 
2.0 percent. 


High levels of liquidity in the banking system in the first 
half disappeared by year's end as banking credits extended grew 
34 percent and business moved to prepay foreign obligations in 
light of rumors of baht devaluation. A number of marginal 
financial companies were hit hard by the tightening liquidity, 
and five firms failed by year's end. The Bank of Thailand 
moved swiftly to shore up confidence in the financial system 
and to dampen speculation against the baht, moves which appear 
at this time to have been highly successful. 


The growing domestic recovery and strength of the baht 
stimulated the demand for imports which grew 19.5 percent 
during the year to $10.2 billion. The highest growth was 
observed in consumer and capital goods. Exports, on the other 
hand, hit by stagnant international commodity prices and the 
poor 1982/83 harvest, fell by 8.3 percent to $6.4 billion. The 
resultant trade deficit, $3.9 billion, was the highest on 
record and more than double 1982's $1.6 billion. As a result 
of the trade deficit, the overall balance of payments figure 
slipped back into the negative, $787 million, for the first 
time since 1979. 


Growth in official external debt, estimated at $6.8 billion at 
year's end, slowed substantially and annual debt service costs, 
at $1.7 billion, remained sustainable. 


The outlook for the balance of 1984 is for continued and 
accelerated growth, rising to an estimated 6.5 percent. 
Inflationary pressures should remain moderate. The balance of 
trade and payments should improve as the larger 1983/84 harvest 
comes to market and imports resume a more normal growth pattern. 





AGRICULTURE 


Agriculture remains the leading sector of the Thai economy, 
accounting for approximately 25 percent of GDP, 75 percent of 
employment, and providing the base for a substantial portion of 
the country's industrial output. Many observers of the Thai 
economic scene point to the agricultural sector as the most 
important indicator of the country's economic performance. 


Thai agricultural production in 1983 was estimated to have 
risen only slightly, by 2.9 percent. However, because the Thai 
crop year and the calendar year do not coincide, the figures 
for calendar year 1983 mask the sharp improvement in Thailand's 
agricultural performance experienced in the 1983/84 crop year. 
The 1983 figures were strongly influenced by the poor 1982/83 
harvest and poor commodity prices prevailing as that crop was 
brought to market. An abundant 1983/84 harvest resulted from 
exceptionally good rains, which began in June. The decreased 
world grain output forecast for 1984 and continued recovery 
among Thailand's major trading partners augur well for 
increases in domestic prices for a number of Thailand's major 
crops. The value of output in 1984 is expected to increase by 
4-4.5 percent. 


Despite continued sluggish prices throughout 1983 and early 
1984, abundant rainfall has resulted in a record yield for 
Thailand's all important rice crop. Total production from the 
first crop was estimated to have exceeded 15.8 million metric 
tons, while the outlook for the second crop is from 2.2-2.5 
million metric tons. Total supply of milled white rice 
available for export is placed at 3.7 million metric tons. The 
outlook for the 1984/85 crop at this time remains highly 
speculative; however, most experts predict a slight decrease in 
output. The record world rice crop predicted for 1984 (425 
million metric tons, up from 417 million metric tons in 1983), 
suggests that prices will remain sluggish throughout the year 
and thus not provide a strong incentive to increased 
production. At the same time, the weather is expected to 
revert to more normal patterns, i.e., decreased rainfall from 
that experienced in 1984. 


Buoyed by favorable prices, output of corn (maize) rose in 1983 
to an estimated 4 million metric tons, up approximately 16 
percent from 3.45 million in 1982. Because world output for 
1984 is expected to be lower, it is likely that corn prices 
will remain favorable through the June/July Thai corn harvest 
season. This, combined with modest increases in local usage of 
higher yielding and improved variety seeds, suggests that the 
1984 crop will increase further, perhaps to 4.2 million tons. 
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Cassava (tapioca) root production increased by 20 percent in 
1984, to an estimated 20.2 million tons, which is expected to 
yield some 6.3 million metric tons of tapioca product. At the 
same time, prices for tapioca products increased substantially, 
encouraging further growth in production. Unfortunately, the 
main market for Thai tapioca products is in the European 
Economic Community, which has placed a quota limit of 5 million 
metric tons on imports from Thailand in 1984. Unless 
alternative markets can be found for the surplus production, 
domestic prices are likely to fall. In order to encourage 
exports to non-EEC markets, the Thai government has allocated 
special quotas on a 1:1 basis for the EEC market to shippers 
who obtain orders from outside the Community; that is, shippers 
who ship out a given amount of tapioca products to markets 
outside the EEC will be entitled to export certificates for 
shipping an identical amount to the EEC. 


Rubber production has continued to increase in line with both 
continued strong prices in the rubber market and as the result 
of Thailand's rubber replanting scheme. Under the latter, 
Older, low-yielding (37 kilograms per year) rubber trees are 
being replaced with newer, high-yield (80-100 kilograms per 
year) varieties. Output in 1983 was estimated to have topped 
600,000 tons, up from 560,000 tons in 1982. As more high yield 
trees come into production in the future, output is expected to 
increase at a rate of 20,000 tons annually. The immediate 
price outlook is favorable. 


Output of Thailand's other major crops was not as 
favorable--kenaf, tobacco, and sugar cane all experienced 
declines. Kenaf production fell from 230,000 tons in 1982 to 
203,000 tons in 1984. Sugar cane production, largely due to 
unfavorable prices, continued to fall, dropping 27 percent in 
1983 from 23.9 million metric tons to 17.5 million. The 
government expects to complete legislation this year allowing 
it to establish quotas on sugar cane growing in line with 
obligations which it has undertaken through Thailand's 
membership in the International Sugar Organization. As a 


result, sugar cane production is expected to continue to 
decline. 


INDUSTRY 


Thailand's growing industrial sector, which currently accounts 
for some 22 percent of GDP, began to emerge from the lower 
growth rates experienced in 1982. Overall production was 
estimated to have increased in 1983 by approximately 7 percent, 
compared with the 5.1 percent growth experienced in 1982. 





A number of factors were responsible for the sector's improved 
performance. While the food processing industry was limited by 
reduced supplies of raw materials as a result of the poor 
1982/83 harvest, other industries benefited from a surge of 
optimism that the long-awaited recovery was finally underway. 
Consumer demand increased as a low inflation rate pushed up 
consumers' spending power. Falling interest rates and easy 
access to credit in a highly liquid market contributed. 
Cheaper fuel and electricity prices, lower business taxes, 
stronger demand and stabile prices for raw materials increased 
industrial demand. The improved outlook contributed to 
substantial increases in the level of construction and 
investment. 


Production of consumer goods advanced strongly in response to 
increasing consumer income. Output of soaps and detergents 
increased by 4 percent. Alcoholic beverage production grew by 
approximately 16 percent. Tobacco products were up 10 
percent. Textile production, particularly for the domestic 
market, grew by 13 percent. 


The Thai automotive industry benefited from the strongest 
demand experienced since 1977. In total, 118,296 units were 
sold in 1983, up from 91,076 in 1982, an increase of 29.8 
percent. Growth in sales of passenger cars was particularly 
strong, registering an increase of 22 percent. Sales of 
commercial vehicles advanced 18 percent. Motorcycle sales, 
while increasing, did not reflect the same strength and grew 
only 10 percent. Automotive-related industries also benefited 
from increasing consumer demand. Production of automotive 
spare parts and tires was estimated to have increased 24 
percent from the low level experienced in 1982. Credit 


limitations in 1984 will likely dampen the market somewhat, 
however. 


Other consumer durables also reflected the growing recovery. 
Brisk sales as a result of lower taxes and easy access to 
credit facilities pushed up production of household goods and 


consumer electronic items, radios, televisions and appliances, 
by 8-10 percent. 


Production in the heavy industrial sector reflected the rising 
level of domestic investment. The investment index maintained 
by the Bank of Thailand, a composite index based on the number 
and value of new construction starts, cement sales, real 
imports of production machinery, Board of Investment 
application statistics, bank credits extended, and private 
capital inflows, hit 133 in December, 1983, up from 
approximately 80 at the beginning of the year. (Average level 
of investment activity equals 100.) The index thus reached its 
highest level since 1975. 





Growth in construction related industries reflected a sharp 
upturn in the amount of private construction activity, 
particularly construction of commercial buildings, condominium 
projects and shopping centers. Production of paint and iron 
and steel bars showed the first increase in four years. Cement 
output rose from 6.6 metric tons in 1982 to 7.3 percent in 
1983, an increase of 10.6 percent. 


Thailand's important food processing industry did less well 
reflecting the lower agricultural growth experienced in the 
1982/83 harvest. Particularly hard hit were rice millers, 
sugar refiners and fruit canners. Production of canned 
pineapple, for example, reflected an almost 40 percent drop in 
fruit output stemming from depressed prices and drought 
conditions early in the growing season. Total yield fell from 
3.7 million tons in 1982 to 1.43 million in 1983. Output for 
1984 is estimated at 1.3 million metric tons. 


The outlook for 1984 is for continued growth at levels similar 
to those experienced in 1983. Food processing industries in 
particular will benefit from the increased 1983/84 harvest 
while manufacturing industries should continue to feel the 
effect of rising rural incomes. Export industries should 
reflect stronger growth in line with the continuing world 
economic recovery. Construction related industries will 
benefit from a continuation of projects begun but not completed 


in 1983 and continuing high levels of investment foreseen for 
1984, 


MINERALS 


Despite the improving domestic and international economic 
environment, the sharp downward trend in Thai minerals 
production first established in 1981 continued and even 
accelerated in 1983. As a result both of stagnant 
international commodity prices and falling levels of 
production, the total value of output fell in 1983 to $359 
million, down 18.7 percent from $442 million in 1982. 
Production of tin, which alone accounts for 75 percent of the 
country's total minerals output, dropped by 23.6 percent in 
volume and 24.7 percent in value. Of the other 13 minerals 
which together with tin account for 99 percent of total output, 
six--wolfram, scheelite, metallic and acid grade fluorite, 
barite, and lead--decreased in value, while production of 
lignite, gypsum, limestone, antimony, feldspar, kaolin and 
columbite-tantalite increased. 


The two primary minerals for domestic consumption, lignite, 


used in electricity generation, and limestone, used for cement 
production, reflected the growing strength of the other sectors 
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of the economy, however. Production of lignite topped 1.9 
million tons and substantial additional reserves, totalling 82 
million metric tons, were discovered in the northern part of 
the country. Lignite production is projected to continue to 
increase over the next two to three years at 1 to 2 million 
metric tons annually, reflecting the increased demand stemming 
from the installation of additional electricity generating 
capacity at Mae Moh. Production of limestone rose from 6.4 
million metric tons in 1982 to 8.9 million in 1983 as a result 
of higher cement demand. 


FINANCIAL SECTOR 


The high levels of liquidity experienced in the first half of 
1983 decreased substantially by year's end. The loan-to- 
deposit ratio of commercial banks, which at June 30 had stood 
at 0.90, rose to 0.995 by December 31. Overall, deposits in 
commercial banks increased during the year by 25.9 percent to 
$17.66 billion, while loans extended increased by 34.2 percent 
to $17.65 billion. 


A number of factors accounted for the tighter liquidity 
levels. Tax reforms announced earlier in the year required 
businesses to file income taxes on a semi-annual rather than 
annual basis; these tax payments fell due in July and August. 
The growing strength of the economic recovery increased the 
demand for loans. Rumors of baht devaluation in the fall, 
stemming from the country's substantial balance of trade 
deficit, led businesses to prepay foreign loans and speculate 
in dollars. 


In December, the Bank of Thailand announced a series of 
measures affecting the financial system aimed at dampening baht 
speculation and slowing the flow of imports. Commercial banks 
were required to exercise more stringent control’ of credits: 
growth in total lending restricted to a maximum of 18 percent 
for 1984. The amount of letters of credit issued was limited 
to same level as those issued in 1983. Exporters benefiting 
from Bank of Thailand rediscount facilities were required to 
enter into agreement with the Bank for advance sale of foreign 
exchange derived from bills presented to commercial banks. 
Banks were required to increase their holdings of government 
bonds from 10 to 14 percent of deposits. The measures appear 
to have been effective; forward cover rates for the baht fell 
almost immediately from the exceptionally high levels 


experienced in November and December and have remained at 
normal levels since. 


The tightening of liquidity in the second half of the year 
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contributed also, however, to the onset of a serious crisis ‘of 
confidence in the finance and securities companies market. In 
October, one finance company announced that it was undergoing 
serious liquidity problems. Investigations by the Central Bank 
revealed that that firm and two other related firms were in 
fact insolvent. By year's end, five marginal firms had 
collapsed and two others were taken under control by the Bank. 


The Government moved quickly to help shore up confidence in the 
system. Bail out funds were quickly established in cooperation 
with the commercial banking system and other finance and credit 
foncier companies. The growing lack of confidence in the 
security of the more marginal finance companies, however, 
ensured that problems would continue. Growth in deposits in 
finance companies for the year was limited to 2.2 percent, 
compared with a 25.8 percent increase in deposits in the 
commercial banks. During the course of the first quarter an 
additional three firms went under. It is possible that other 
marginal firms may also fail in a not totally unexpected 
washout in the poorly regulated market. One of the benefits to 
come from the problems will be a greater impetus to needed 
reforms in the finance company sector. 


GOVERNMENT SPENDING 


The Government made considerable progress in dealing with the 
budgetary deficit problems incurred in 1983. As a result of 
exceptionally high receipts for import and export duties as 
well as significant increases in corporate and personal income 
tax and business tax receipts, revenue collections increased 
23.6 percent in 1983, to $6.3 billion. At the same time, the 
continuing governmental austerity program held growth in 
expenditures down to $7.3 billion, an increase of only 6.6 
percent over 1982. The government's cash deficit for 1983, 
after cash balance adjustments are added in, totalled $1.1 
billion, compared with $1.9 billion in 1982. 


The Budget Appropriations Act for 1984 provides for government 
expenditures of $8.3 billion, an increase of 8.5 percent over 
1983, the smallest increase in both absolute and percentage 
terms in recent years. By way of comparison, the “tight” 
budget of 1983 incorporated increases of about 9.9 percent. 
About 20 percent of 1984 expenditures will go to education 
(largely primary education), with the next largest areas of 
outlay going to defense (19.8 percent), and economic 
development (17.8 percent). Government revenues for the period 
are estimated at $6.9 billion, resulting in a projected deficit 
of $1.4 billion, equal to 17 percent of expenditures. The 
government projects covering the deficit through $1.3 billion 
in domestic borrowing, the balance to be financed through 
drawdowns in Treasury cash balances. 





PRICE LEVEL 


In 1983, the consumer price index showed a continuation of the 
moderate level of inflation experienced since 1982. The CPI 
for the whole Kingdom rose at year's end by only 3.8 percent, a 
decrease from the 5.2 percent level of increase for 1982. 
Within the CPI, the fastest rising category was food, beverages 
and tobacco, which rose at a rate of 6 percent for the year. 
Non-food items increased only by 2.2 percent. The wholesale 
price index rose by a moderate 2.0 percent. 


The outlook for 1984 is for continued relative price stability. 
BALANCE OF TRADE 


Thailand's otherwise satisfactory performance for 1983 was 
marred by a sharp, although not unexpected, deterioration in 
the country's balance of trade account. The total value of 
exports fell by 8.6 percent to $6.4 billion, while imports rose 
more rapidly than expected: up 19.5 percent to $10.2 billion. 
The resultant deficit on the trade account, $3.9 billion, was 
the highest on record and well more than double the $1.6 
billion deficit recorded in 1982. 


Thailand's export performance was affected by both lower 
domestic production levels and stagnating prices. Only eight 
major items account for 60 percent of Thailand's exports. Of 
those, four--rice, tapioca, tin and sugar--suffered substantial 
decreases in earnings, while two--maize and textile 
products--remained essentially unchanged. Exports of rubber 
and shrimp benefited from rising price levels, and earnings 
expanded substantially. Overall, total earnings from the top 
eight items fell by 12.9 percent to $3.7 billion, while 
earnings from all other exports fell by a relatively minor 1 
percent to $2.9 billion. 


Thai rice exports in 1983 suffered from both a decreased 
domestic harvest (down 3.3 percent) and rising world 
production. Exports dropped 8.2 percent in volume to 3.47 
million tons, while prices remained soft. As a result, 
earnings from rice, Thailand's largest single export item, fell 
from $1 billion in 1982 to $879 million in 1983, a decrease of 
10.6 percent. Earnings from exports of tapioca fell 22 percent 
despite a substantial increase in the price level as a result 
of a 33 percent drop in volume. Tin earnings were off 32 
percent and sugar by a substantial 5l percent. 


Maize and textiles, as noted above, increased only marginally. 
Rubber and shrimp exports, on the other hand, were the star 





performers of the year, recording increases of 21.6 percent and 
14.4 percent respectively. Both increases stemmed from 


increases in the price level as export volumes remained the 
same. 


Imports, stimulated by the high value of the baht (tied to the 
dollar), rising domestic income, pent-up demand, inventory 
restocking, and the results of the onset of economic recovery, 
rose sharply. During the first three quarters, imports of 
consumer goods were 27.9 percent higher than in the same period 
in 1982. The increase was led by a sharp upturn in imports of 
electrical appliances. Part of this increase may be more 
apparent than real, however, since the statistics also reflect 
a diversion of formerly smuggled items to the legitimate market 


following a decrease in import duties on consumer electric 
items. 


In line with the improving investment climate and expanding 
production, imports of capital goods also rose sharply, up 26 
percent over the corresponding period in 1982. Imports of 
non-electrical machinery and parts accounted for the greatest 
increase, rising 36.5 percent, while imports of electrical 
machinery and parts rose 27.5 percent. 


U.S-Thai trade continued to expand as Thai exports to the U.S. 
rose by 8.3 percent to $954 million and imports from the U.S. 
rose 1.2 percent to $1.2 billion. Major imports from the 
United States included non-electrical machinery ($201 million), 
electrical machinery ($181 million), chemicals and chemical 
products ($98 million), plastics ($69 million), and scientific 
instrumentation ($39 million). 


BALANCE OF PAYMENTS 


The sharply increased trade deficit was only partially offset 
by the services sector. Earnings from tourism topped $l 
billion, making tourism the country's largest single foreign 
exchange earner. Remittances from the 67,000 Thai employed 
abroad increased to $900 million. Nonetheless, net earnings in 
the services sector decreased to $300 million, down from $550 
million in 1982. The overall deficit on current account (trade 
balance less service receipts) stood at $2.8 billion, three 
times the $1 billion incurred in 1982. 


At the same time, net capital flows decreased. Private capital 
inflows remained unchanged at $750 million, while government 
capital inflows, largely as a result of a more conservative 
borrowing posture adopted by the government in the face of 
rising foreign indebtedness, fell from $920 million in 1982 to 
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$733 million in 1983. All in all, Thailand suffered from a 
$790 million balance of payments deficit, the first deficit 
encountered since 1979. 


IMPLICATIONS FOR U.S. BUSINESS 


As noted in the balance of trade section of this report, U.S. 
exports failed to hold their own in a rapidly growing Thai 
market. Aggressive sales efforts by U.S. firms in Thailand's 


increasingly sophisticated market are required to reverse this 
situation. 


Over the next few months, sales of consumer goods are expected 
to remain strong, although as a result of the restrictive 
financial policies adopted by the Bank of Thailand, they are 
unlikely to increase at the same rapid pace as 1983. 


The Office of the Commercial Counselor of Embassy Bangkok has 
identified the following sectors of the economy as offering 
particularly bright prospects for U.S. business over the next 
year: food processing and packaging; medical equipment; 
computers and peripherals; pumps, valves and compressors; 
electric power generation equipment; avionic and ground support 
equipment; marine ports and ship building equipment; materials 
handling machinery and equipment; and telecommunications 
equipment. 


Firms interested in opening or expanding their markets in 
Thailand are urged to contact the Embassy's Commercial Section 
for detailed market studies and up-to-date information on 
current prospects. 


% U.S. GOVERNMENT PRINTING OFFICE: 1984- 421-007:627 














